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The ‘Next’ Normal:  How AI is making customer-centric promotions 
one of the most important drivers of customer loyalty today.  
 

Promotions have always been important. But with blurred shopping channels and changing 
consumer behaviors they are more important than ever right now. 

In short, it’s no longer about what a retailer wants to sell, but what a consumer wants to buy.  And 
the retailers that provide the best value – by making it easier, more enjoyable, and more affordable 
to do so – will see more consumers buying through their outlets.  

Grocery and FMCG (Fast Moving Consumer Goods) retail operating models are designed for 
scalability, and in recent times, have become highly optimized in order to maximize increasingly 
tight margins. Today’s focus on optimized operations hasn’t left much room for flexibility or 
‘customization.’   

Research shows that shoppers are increasingly willing to seek out optimized shopping experiences 
that deliver the best value to meet their lifestyle needs – especially with what are perceived to be 
commodity products. Consumers are better-informed than ever, typically walking into a store with 
clear expectations of what products are available and the price they are willing to pay. And with 
COVID serving to accelerate the proliferation of digitally-enabled fulfillment models (e.g. click and 
collect and dark stores for order fulfillment), customers don’t even have to physically shop at one 
retailer over another. 

Retailers have had to shift from thinking about how much product they can push through the selling 
channels, to thinking about how large they can make each customer’s basket – and how frequently 
they can get that shopper to shop again. The essence of “customer centricity” is to offer highly 
relevant solutions – products, offers, and experiences – to each customer.  

To maximize the value of the relationship both for the customer and for the retailer, it’s important 
to not only understand customer buying behavior and preferences, but to be fast and flexible 
enough to use that knowledge to design and execute the most relevant promotional offers that 
satisfy and capitalize on consumer needs.   

The question for retailers is, how to put offers in front of consumers at just the right moment and in 
a way that maximizes the effectiveness of the offer? In this age of cut-throat competition from both 
traditional retailers and digital “pure-plays,” retailers have come to realize that “the right offer” is 
much more than just a deal that beats the competition on price. Instead, customer-centricity – 
indeed consumer experience and relevance is key to driving greater retailer loyalty.  

The good news is that retailers have new AI-enabled software solutions to help them better 
evaluate historical promotional performance, to develop optimized promotional plans and to 
maximize the impact of collaboration with CPGs (Consumer Packaged Goods manufacturers) on 
promotional offers in a way that delivers the most relevant value to consumers and the best return 
for the retailers AND manufacturers. 
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Hard Realities – Low prices are important but are not the only factors. 
Omnichannel consumers have adopted mobile technologies to better inform their shopping 
journeys. And as even more digital natives come of age, shopping will continue to become even 
more of a 24/7 activity not bound by physical boundaries and tailored by the given customers’ 
preferences.  

In fact, recent global events have actually forced retailers to enhance or expand ways for 
consumers to bypass the in-store experience completely. Consumers shop across channels, are 
more selective, and have been empowered by technology and channel blurring to be less loyal. 
They have retained the smart shopping habits developed during the Recession, and 
‘personalization’ and ‘price transparency’ drive their purchase decisions. 

For the last decade, RSR has benchmarked retailer attitudes about the business challenges that 
they face in the cutthroat FMCG marketplace, and price consistently has bubbled up to the top of 
the list of issues that they grapple with. For example, in 2018 and 2019, retailers reinforced their 
belief that it remains the #1 top business challenge influencing their merchandise management 
strategies: 

 2019 2018 

Aggressive competitors and consumer price sensitivity make price our primary 
demand driver 59% 65% 

Source: RSR Research 

For this reason, “promotions” have often boiled down to retailers getting CPGs to fund offers that 
yield the “lowest” – not necessarily the “optimized” – price. With margins already tight – and the 
investments needed to enhance mobile fulfillment and safety requirements – retailers need to think 
about developing customer-centric promotions that maximize trips and baskets – not those that just 
minimize price. 

In 2020, RSR dove deeper into the challenges associated with pricing as an integral attribute of the 
retailers’ brand and learned there are other issues beyond pricing that drive customer loyalty, and 
retailers keeping up.  In short, there are other ways retailers can still drive trips and baskets, while 
breaking away from the destructive race to the bottom on price. 
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Source: RSR Research 2020 

 

The Challenge: Traditional promotional practices won’t work for the 
next decade and beyond. 
While retailers want to believe that their promotional strategies build customer loyalty, create 
excitement around the brand, and improve both top- and bottom-line results, in reality they are not 
so sure how effective their actions really are. While most retailers don’t believe that they are 
confusing the market and damaging their brand with aggressive and seemingly never-ending 
promotions, they also don’t think the “race to the bottom” is over. 

To create incentives for consumers, FMCG and Grocery retailers have depended heavily on CPG 
vendor-funded promotions and loyalty programs to drive traffic. And despite all the advances in 
digital enablement of the shopping journey and big increases in promotional spending by CPG 
companies on digital promotions, traditional paper coupons and flyers remain extremely popular 
with the buying public. A recent study1 reported that approximately 50% of all consumers select 
paper-based coupons in preparation for their shopping journeys or look for printed circulars to help 
them decide which retailer to shop. So, while consumers are shifting toward digitally delivered 
coupons as younger generations become routine shoppers, traditional tactics are still important – 
but the approach to planning their design and evaluating their performance must evolve.    

CPGs will often focus on moving product with price cuts; in fact, recent studies have indicated that 
trade promotion spending is actually increasing2 , representing about 50% of all promotional 

 
1 https://intelligence.valassis.com/rs/275-QRU-089/images/Coupon-Intelligence-Report.pdf 
2 https://cadentcg.com/wp-content/uploads/2020-Marketing-Spending-Industry-Study.pdf 
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spending (about $1T annually by CPG companies). This spending is primarily focused on price – 
either temporary price reductions or overall price management.  

But as we’ve already seen, a hot price doesn’t drive loyalty – delivering highly relevant, 
customer-centric value does. 

The Opportunity: Customer-centric promotions drive lift, profits ... and 
loyalty. 
Retailers – particularly FMCG and Grocery retailers - are clearly ready to adopt new technologies 
to address promotional effectiveness: 

Source: RSR Research, 2020 

Retailers have been trapped in a cycle of never-ending mass promotions for a long time, in fact 
RSR’s research has revealed an increase in promotional activity in the last decade. But those 
promotions haven’t succeeded in winning long-term customer loyalty. Retailers clearly understand 
that their continued investment in price reductions isn’t a winning strategy, nor is it something that 
can go on forever.  

Instead, investment in solutions that enable focused and highly relevant offers to consumers 
promise to lower the overall level of investment of promotional monies while improving the 
effectiveness of that spend. The result will be competitive differentiation, greater customer loyalty, 
and improved profitability for promoted items. 

There are better options available to retailers and their trading partners; promotional programs can 
better target spending on those offers that will be most relevant to consumers – thus driving loyalty. 
Personalized promotions can be tuned to the customer, their preferences, their propensity to buy, 
and the basket size that accompanies certain promoted items. Well-designed programs make it 
easier for consumers to redeem than to ignore (unlike mass promotions). And finally, personalized 
promotions are difficult for competitors to copy since they are dynamic and one-to-one.  

There are also benefits for the CPGs that fund promotions, by virtue of focusing promotional 
spending more effectively. Promotions that have been evaluated and planned using AI solutions 
and robust analytics have distinct advantages over traditional mass promotions; for example, 
promotion planners can easily identify the best and worst promotions – in terms of BOTH sales and 
profit – and redirect the spend toward consumers whose target profiles will benefit both the retailer 
and the CPG.  This improves upon the typical outcome of simply subsidizing sales that would have 
occurred anyway or spending money on promotions that will never work.  Personalized promotions 
can also be tracked, and redemption rates can be analyzed, allowing both parties to better know 
that their investments are achieving the intended sales and profit goals.  

50%
39% 33%

53%

FMCG GM Apparel & Specialty Hard Goods

Need Better Promotional Tools ('Agree')
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Analytics and insights fueled by AI make it possible for retailers to provide more 
localized/personalized offerings to customers, maintain a more price competitive image to 
consumers, gain competitive advantage with more dynamic pricing, create more profitable 
promotions, and improve market share in key categories and products via better loyalty.  

New AI-powered promotion tools can help change the dialogue between retailer and CPG, from 
constantly debating/arguing about price/funding to instead talking strategically about how to 
improve customer experience, loyalty, and grow market share.  

Recommendations: Take the next step toward customer-centricity. 
There is a lot that retailer decision makers can do right now to set the stage for optimized 
promotions: 

• Rethink your loyalty program (and implement one if none exists). Has your loyalty 
card simply become an anonymized “mass coupon” to enable price adjustments at the 
register? Understanding customer buying patterns, and thus their needs and interests, is 
a prerequisite to moving forward, and AI-powered analytics make this easier and better 
than ever before. 

• Implement market basket analysis. Market basket analysis is the first step towards 
optimizing promotional plans, helping retailers get answers to the questions who, what, 
when, and where. 

• Keep the customer at the center of your promotions. Remember that the objective is 
not necessarily to just sell more products through the selling channels at the lowest price 
but to drive greater loyalty, more frequent trips, and bigger baskets. 

• Stop the guesswork. Leverage the power of artificial intelligence to forecast the effect of 
promotional plans. AI-enabled customer and promotion analytics can help retailers identify 
behavioral patterns in a way that goes beyond understanding the basics and helps to 
address the even more important question – why. Those insights can be compared to 
modelled behavioral patterns to predict the efficacy of promotional plans, optimizing 
promotional spend and making each investment more efficient and effective. 

• Use Machine Learning Artificial Intelligence to complement Human Intelligence: 
Analytical tools that take advantage of ML and AI can help skilled practitioners complement 
their knowledge by monitoring performance and identifying outliers and trends more 
frequently and with greater consistency.  More frequent monitoring can help retailers to 
adjust promotional plans and to even re-target promotions as needed to meet objectives, 
even while a campaigns are-flight. 

• Adjust tactics with agility. With optimized promotions, the past is definitely not prologue. 
Just because a promotion worked before doesn’t mean it will work now. Retailers can and 
should build promotional plans from the ground up, rather than just repeating historical 
approaches. Remember that the objective is not simply to push more product out the door, 
but to be more customer-centric, thus driving greater relevancy, loyalty, and a greater share 
of each customer’s spend. 

• Improve Retailer-CPG collaboration. Consumer Products companies are as anxious to 
optimize their investments in promotions as retailers are to win greater customer loyalty 
and share of wallet. Collaborative, mutually-beneficial insights derived from a single source 
of truth with their CPG partners helps ensure that both sides’ objectives are being met. 
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Appendix A: About Symphony RetailAI 

 

Symphony RetailAI is the leading global provider of role-specific, AI-enabled Revenue Growth, 
Category Planning, and Supply Chain solutions for both Retailers and CPG manufacturers. Our 
proven, industry-leading insights and technology solutions, coupled with the industry’s only 
conversational natural-language AI analytic engine, CINDE, provides all users with prescriptive 
insights and recommendations that make it easy to identify, activate, and realize proven revenue 
and profit growth.  

With our strong global partner ecosystem, we serve more than 1,200 organizations worldwide – 
including 15 of the top 25 global grocery retailers, 25 of the top 25 global CPG manufacturers, 
thousands of retail brands, and hundreds of national and regional chains – all through the Microsoft 
Azure Cloud. Symphony RetailAI is a SymphonyAI company. Learn more at Symphony RetailAI 
(www.symphonyretailai.com) and Symphony AI (www.symphonyai.com). 

 

Appendix B: About RSR Research 

 

Retail Systems Research (“RSR”) is the only research company run by retailers for the retail 
industry. RSR provides insight into business and technology challenges facing the extended retail 
industry, providing thought leadership and advice on navigating these challenges for specific 
companies and the industry at large. We do this by: 

1. Identifying information that helps retailers and their trading partners to build more 
efficient and profitable businesses; 

2. Identifying industry issues that solutions providers must address to be relevant in the 
extended retail industry; 

3. Providing insight and analysis about a broad spectrum of issues and trends in the 
Extended Retail Industry.  

Copyright © by Retail Systems Research LLC • All rights reserved. No part of the contents of this document 
may be reproduced or transmitted in any form or by any means without the permission of the publisher. 
Contact research@rsrresearch.com for more information. 


